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GROWTH  MANAGaMENT  STRATEGIES 


Pearl  Mine,  Big  Horn  County,  Montana 
With  Impacts  on  Sheridan  County,  Wyoming 

The  Pearl  Mine  -  along  with  other  operational  and  proposed  mines 
in  Big  Horn  County  -  presents  unusual  problems  in  dealing  with 
the  employment  and  population  impacts  of  construction  and  mine 
operation.     The  proposed  mine  is  located  in  Montana,  but  the 
closest  settled  areas  are  across  the  state  boundary  in  Sheridan 
County,  Wyoming.     Virtually  all  of  the  employees  of  the  Pearl 
Mine  -  and  other  nearby  mines  -  are  expected  to  live  there,  prin- 
cipally in  the  largest  community,  Sheridan. 

Three  sets  of  runs  for  the  economic  model make  the  assumption  of 
95  percent  of  the  employees  living  in  Sheridan  County.     It  may, 
however,  be  desirable  -  as  a  strategy  to  reduce  the  impacts  of 
development  on  Sheridan  -  to  provide  an  opportunity  for  Montana 
workers  to  live  in  Montana.     A  fourth  set  of  runs  for  the  economic 
model^makes  the  assumption  that  50  percent  of  the  work  force  could 
live  in  Big  Horn  County,  Montana. 

The  growth  management  strategies  outlined  in  this  paper  recognize 
that  with  divided  responsibility  for  approval  of  the  employment 
generators  (the  mines)  and  for  provision  of  public  services  and 
facilities  for  workers  (in  the  towns),  there  must  be  an  atmosphere 
cooperation  between  the  States  of  Montana  and  Wyoming,   the  counties 
of  Sheridan  and  Big  Horn,  and  the  private  energy  development  com- 
panies and  the  governments  involved. 


The  most  important  activity  required  to  deal  with  expected  impacts 
is  the  preparation  of  a  growth  management  strategy.     The  Housing 
and  Urban  Development  report.  Rapid  Growth  from  Energy  Pro.lects.  3 
called  for  a  "rapid  growth  plan"  or  an  "energy  impact  plan"  to 
define  expected  impacts    and  set  up  a  program  and  schedule  for 
responding  to  those  impacts.     The  major  elements  of  such  a  plan, 
according  to  the  report,  would  include: 

-  Inventory  of  current  conditions 

-  Analysis  of  expected  impacts 

-  Organization  and  responsibility  for  managing  growth 

-  Staffing  needs  and  training  program 

-  Comprehensive  land  use  plan 

-  Land  use  controls  and  enforcement  program 

-  Capital  Improvement  Program 

-  Plans  for  specific  services,  e.g.,  water 

-  Annual  budgets  for  operations 

-  Financing  plan 

-  System  for  coordinating  all  this  with  other  related  agencies, 
governments  and  energy  companies 

The  idea  of  a  growth  management  strategy  has  been  incorporated 
Into  federal  legislation.     The  Coal  Conversion  Act  (S977).  which 
has  been  approved  in  conference  (November  1977),  provides  assis- 
tance to  regions  impacted  by  expanded  coal  production  (Section  306 ) . 
It  would  make  available  funds  for  an  "energy-impacted  region"  to 
obtain  federal  planning  grants  for  the  purpose  of  developing  a 
"growth  management  and  housing  plan."     The  plan  would  identify, 
among  other  impacts,  the  anticipated  levels  of  coal  development 
within  the  region,   the  actual  and  projected  socio-economic  impacts 
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resulting  from  the  energy  development,  the  sites  and  resources 
available  within  the  designate!  region  which  can  meet  actual  and 
projected  needs  in  a  timely  and  orderly  fashion,  and  the  actions 
and  aid  required  to  meet  these  needs  which  are  unavailable  through 
any  other  federal  program. 

Together,  the  Decker  area  of  Big  Horn  County,  Montana  and  the 
Sheridan  city  and  county  area  of  Wyoming  comprise  one  "energy 
Impacted  area,"    This  area  now  has  several  of  the  necessary  com- 
ponents of  a  sound  growth  management  and  housing  strategy.  First, 
this  environmental  impact  statement  Itself  identifies  the  anti- 
cipated levels  of  coal  development  and  analyzes  the  expected 
socio-economic  impacts.     The  City  of  Sheridan  has  a  Community 
Development  Plan  and  Sheridan  County  has  a  Comprehensive  Plan, 
both  of  which  inventory  existing  conditions  and  make  proposals  for 
land  use  plans  and  controls, 

Sheridan  has  a  comprehensive  study  of  water  and  sewer  service 
needs  and  a  plan  for  expansion.     Both  the  city  and  the  county  have 
annual  operating  budgets.     Finally,  the  Sheridan  area  has  some  ex- 
perience in  dealing  with  the  Impacts  of  coal  development.  The 
Big  Horn  Mine  in  Wyoming  and  the  Decker  Mine  in  Montana  have  been 
operating  for  several  years,  increasing  employment  and  population 
in  the  area. 

Several  recommendations  are  made  in  this  statement  to  help  pull 
together  a  sound  growth  management  strategy,  building  upon  the 
experience  and  plans  of  the  states  and  communities  of  this  energy 
Impact  area.     These  ten  suggestions  are  divided  in  several  ways: 
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by  those  which  may  be  Implemented  by  Montana  alone,  by  Wyoming 
communities  alone  and  Montana  and  Wyoming  acting  together;  by 
those  which  are  currently  available  to  state  and  local  governments 
and  those  which  will  require  extensive  study  or  changes  in  legis- 
tlon;  and  finally  by  those  which  are  especially  applicable  to 
the  Decker-Sheridan  area  vs.  those  which  are  presented  as  examples 
of  actions  taken  elsewhere  in  the  nation  to  respond  to  energy 
development. 

Recommendations  for  the  growth  management  strategy  are  presented 

in  three  groups: 

Group  A  -  High  Priority  Recommendations  which  are  Currently 

Available  —  By  Montana  Alone,  Wyoming  Alone,  or  by 
Joint  Action  of  All  Governments  Involved 

1  -  Organize  to  obtain  Information  of  the  development  and 

employment  plans  of  the  companies  and  to  identify 
potential  impacts.     JOINT  ACTION 

2  -  Stage  development  so  that  Impacts  are  spread  out  evenly 

over  proposed  development  period  for  all  mines.  MONTANA 

3  -  Strengthen  development  controls,  especially  those  for 

the  siting  and  standards  of  mobile  homes  and  mobile 
home  parks.     WYOMING  C0MUNIIIE3:  Sheridan  County  and 
Cities. 

Group  B  -  Recommendations  which  require  Extensive  Study  or 
Changes  in  State  or  Federal  Legislation  —  by 
Montana  Alone,  or  Montana  and  W.voiring  by  Joint  Action 
^  -  Investigate  the  potentials  of  an  interstate  agreement 

under  proposed  federal  legislation  on  energy  development 
impact  assistance.     MONTANA  AND  WYOMING  JOINTLY 
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5  -  Consider  the  potential  for  a  New  Settlement  in  Montana 

to  provide  a  place  of  residence  In-state  for  Montana 
workers.     MONTi\NA,  with  Montana  energy  companies 

6  -  Require  company  responsibility  for  construction  worker 

impacts    under  the  mine  permit  process.  MONTANA 

Group  C  -  Examples  of  Enerecy  Develoment  Responses  which  are 
Currently  Available  to  Wyoming  Local  Governments 

7  -  Plan  for  temporary  services  and  facilities  for  the 

impacts  of  the  construction  phase.     WYOMING  COMMUNITIES 

8  -  Establish  training  programs  for  local  residents  and 

encourage  local  hiring.     WYOMING  C0i4MUmriES 

9  -  Prepare  Capital  Improvement  Programs  for  long-range 

population  increases.     WYOMING  COi'lMUNITIES 
10  -  Preserve  the  prime  agricultural  lands,  especially  along 
the  river  areas.     SHERIDAN  COUNTY 

The  response  to  energy  development  Impacts  by  the  State  of  Montana 
is  limited,  solely  because  of  the  pattern  of  urban  development  in 
the  Decker-Sheridan  area.     The  recommendations  and  suggestions 
identified  above,  and  detailed  following,  could  assist  the  local 
governments  and  states  involved  to  develop  necessary  information 
and  plans,  to  build  cooperation,  and  to  meet  some  of  the  pressing 
problems  of  employment  and  population  growth. 

DETAILED  DESCRIPTIONS  OF  THE  RECOMMENDATIONS  AND  SUGGESTIONS 

The  recommendations  of  this  environmental  impact  statement  are: 
1,  That  the  states  and  local  governmental  agencies  in  both  Wyoming 
■   and  Montana  organize  to  obtain  information  of  the  development 
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and  employment  plans  of  the  energy  companies  and  Identify  the 
potential  growth  impacts. 

Local  governments  and  community  private  businesses  are  better 
able  to  understand  and  plan  for  the  impacts  of  energy  develop- 
ment if  they  have  good  information  on  the  numbers  of  employees 
expected  well  in  advance  of  their  arrival.     Such  information 
cannot  be  given  as  a  "one-shot"  effort,  but  needs  to  be  con- 
tinually updated  as  plans  are  changed  and  new  plans  made. 

.  As  soon  as  officials  know  the  plans  for  the  project,  they  must 
start  sharing  that  information  fully  with  citizens  and  other 
units  of  government.     Channels  of  communication  need  to  be 
opened  among  all  the  governments  -  cities,  counties,  schools 
and  states.     It  is  essential  that  each  unit  of  government  be 
aware  of  the  plans  of  not  only  the  Pearl  Mine,  but  also  all 
other  mines  and  energy  projects  proposed  for  the  Decker- 
Sheridan  area;  and  of  the  potential  impacts  of  this  coal 
development  with  the  problems  each  community  will  face, 

A  group  -  or  set  of  groups  -  might  be  formed  to  accomplish 
these  goals.     For  example,  a  group  representing  governmental 
agencies  potentially  affected  by  coal  development  might  be 
set  up  for  each  state,  concentrating  on  the  impacts  and  re- 
sponses for  that  state.     Membership  might  include: 

Wyoming  -  Sheridan  County;  City  of  Sheridan;  communities 
of  Big  Horn,  Clearmont,  Dayton,  Ranchester  and 
Story;  and  county  school  districts. 

Montana  -  Big  Horn  County;   City  of  Hardin;   communities  of 
Decker  and  Birney;  area  school  districts  and 
possibly  the  Crow  and  Northern  Cheyenne  Tribes. 

Each  grouu  might  include  observers  from  appropriate  State 
agencies, ' such  as  the  Department  of  Economic  Planning  and 
Development  for  Wyoming,  and  the  Montana  Coal  Board. 

These  two  groups  could  meet  individually  to  discuss  state 
problems,  inviting  the  Wyo-Mont  Industrial  Association  as 
desired.     Less  frequently,  say  quarterly,  the  two  groups 
could  meet  together  with  the  Wyo-Mont  Association  to  discuss 
employment  and  development  plans.     The  models  for  such  groups 
would  include  the  Priorities  Board  of  Sweetwater  County, 
Wyoming  and  the  Kaiparowits  Planning  and  Development  Commis- 
sion in  Kane  and  Garfield  Counties,  Utah. 3 

As  an  aid  to  energy-impacted  areas,   the  Coal  Conversion  Act 
would  require  that  any  company  producing  or  transporting  coal 
or  uranium  through  the  areas  shall  prepare  a  report  to  the 
Secretary  of  Energy  if  requested  by  the  Governor.     Such  re- 
port shall  include  projected  annual  employment  demand  over 
the  life  of  the  operations,  annual  projected  influx  of  em- 
ployees from  outside  the  area,  and  the  actions  such  companies 
plan  to  take  or  are  taMng  to  provide  housing  and  other  facil- 
ities for  employees,  or  funds  to  governments  for  this  purpose. 
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2.  That  the  State  of  Montana  Lands  Board  stage  the  granting 

of  permits  for  mines  in  the  Decker  area  of  Big  Horn  County  in 

such  a  manner  that  impacts  are  spread  out  rather  evenly  over 

the  development  period  of  all  proposed  mines  in  the  area. 

The  current  schedule  of  development  of  coal  mines  in  Big 
Eom  County  indicates  some  peaks  of  development,  and  changes 
in  plans  could  create  more  significant  peaks.     Based  on  the 
information  obtained  by  the  local  government  groups  recom- 
mended above,  the  State  and  energy  companies  might  agree  on 
voluntary  schedules  of  staging  development  and  emplyment. 

The  companies  might  give  corr.mitments  for  employment  sched- 
uling to  the  State  of  Montana.     It  might  be  possible  -  and 
desirable  -  to  write  such  commitments  into  the  permit  approval 
granted  by  the  Montana  Lands  Board.     Brown  &  Root  made  such 
a  binding  commitment  on  employment  growth  schedules  to  obtain 
its  zoning  approval  from  Northampton  County,  Virginia  to 
build  a  platform  fabrication  yard. 


3.  That  the  local  governments  in  Wyoming  (and  Big  Horn  County) 

strengthen  their  development  controls,  especially  those  for  the 

siting  and  development  standards  of  mobile  nome  parks  and  the 

construction  and  sale  of  mobile  homes. 

The  initial  impacts  of  coal  mine  development  are  likely  to 
come  from  mobile  homes.     "The  most  visible  sign  of  the  energy 
boom  is  the  mobile  home.     When  all  available  standard  housing 
has  been  taken  up  and  little  new  housing  is  being  built, 
workers  and  their  families  turn  to  mobile  homes. With 
the  development  of  the  Big  Horn  and  Decker  mines,  mobile 
homes  in  Sheridan  increased  from  60  in  1970  to  38O  in  1976. 
The  community  development  plan  indicates  that  there  are 
problems  with  mobile  home  siting. 

Mobile  homes  should  be  accepted,  as  they  are  a  logical  way 
to  provide  a  significant  portion  of  the  temporary  housing 
needed  for  the  construction  phase  of  energy  development. 
Communities  need  to  be  concerned,  however,   that  mobile  homes 
and  parks  designed  for  temporary  purposes  do  not  become  per- 
manent,    that  the  mobile  homes  are  not  a  safety  hazard,  and 
that  the  mobile  home  parks  do  not  create  public  service  and 
fiscal  problems  by  scattering  across  the  landscape.  Finally, 
mobile  home  parks  should  provide  a  decent  place  to  live  for 
their  residents. 

The  key  to  controlling  mobile  homes  is  a  comprehensive 
ordinance,  such  as  that  adopted  for  Rio  Blanco  County, 
Colorado,  which  provides  for: 
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-  A  maximum  of  5.5  mobile  homes  per  acre; 

-  Restriction  of  mobile  homes  to  mobile  home  parks  (no 
single  lot  development); 

-  Requirement  that  parks  have  20  percent  open  space; 

-  Provision  of  1,000  gallons  of  water  per  unit  per  day 
(intended  to  promte  landscaping);  and 

-  New  mobile  home  parks  (as  a  matter  of  policy)  will  be 
allowed  only  within  a  three-mile  range  of  existing  cities. 

Communities  might  require,  as  Green  River,  Wyoming  has  done 
for  some  mobile  home  projects,   that  mobile  homes  be  located 
for  a  specific  time  (e.g.,  three  years)  on  lots  intended  for 
permanent  subdivision.     Two  mobile  homes  are  allowed  per  lot. 

Recent  federal  legislation,  administered  by  the  Department  of 
Housing  and  Urban  Development,  regulates  construction  stan- 
dards on  mobile  homes  nationwide.     There  are,  however,  many 
mobile  homes  present  which  v;ere  constructed  or  sold  when  no 
such  legislation  existed  in  Wyoming,     Communities  may  want  to 
review  their  mobile  home  and  fire  codes  to  determine  if  man- 
datory inspections  of  mobile  homes  for  fire  safety  may  be 
necessary. 


That  the  States  of  Montana  and  Wyoming  investigate  the  potentials 
of  an  interstate  agreement  to  coordinate  impact  planning  and 
programs. 

The  population  impacts  projected  from  the  Pearl  Mine  are  not 
high,  especially  in  comparison  with  many  other  coal  projects 
in  the  Montana- Wyoming  region.     Even  the  impacts  of  all  the 
mines  in  the  Decker-Sheridan  area  can  be  managed.     The  com- 
licating  factor  in  this  area,  however,  is  the  relatively  un- 
common one  of  the  mine  being  in  one  state  and  the  workers 
living  in  another  (unless  recommendation  #5  is  implemented). 

The  severance  taxes  from  the  Pearl  Mine  will  be  paid  to  the 
State  of  Montana,  and  the  property  taxes  paid  to  Big  Horn 
County,     There  is  no  mechanism  available  to  provide  any  of 
that  tax  money  to  the  state  and  communities  with  the  demands 
for  public  services  and  facilities. 

The  proposed  "Inland  Energy  Development  Impact  Assistance  Act 
of  1977, "(S.   lU-93)  introduced  by  Senator  Hart  of  Colorado, 
calls  for  interstate  and  intrastate  coordination.  Under 
Section  1116, 

(a)  States  are  encouraged  to  give  high  priority  (1)  to 
coordinate  impact  planning,  policies,  and  programs  in 
contiguous  interstate  regions;    (2)  to  developing  and 
implementing  unified  impact  policies  in  such  regions 
including  the  sharing  of  new  public  revenues  derived 
from  energy  development  for  the  management  and  mitiga- 
tion of  impact  and  the  standardization  of  growth 
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regulations;  and  (3)  to  develop  and  implement  methods 
of  intrastate  coordination  ,   .   .  The  Secretary  of 
Commerce  is  authorized  to  make  annual  grants  to  the 
States  of  up  to  90  per  centum  of  the  cost  of  such 
coordination,   study,  planning,  and  implementation 
for  the  first  year  and  50  per  centum  for  each  year 
thereafter. 

The  act  gives  prior  consent  of  Congress  to  negotiate  such 
such  interstate  agreements,  and  provides  that  prior  to  estab- 
lishment of  an  agreement  grants  may  be  given  to  a  multistnte 
organization,   such  as  the  Old  V/est  Regional  Commission, 
for  coordinating  and  studying  impact  planning  and  programs. 
Old  .■iest  could  assist,   therefore,   the  states  in  studying  an 
interstate  agreement. 

An  interstate  agreement  could  provide  the  formal  basis  for 
the  two-state  organization  recommended  in  #1,  providing  the 
legal  basis  for  requiring  information  and  paying  for  the  costs 
of  a  multi-state  effort.     The  further  stage  of  somehow  trans- 
ferring some  funds  which  accrvie  to  Montana  from  coal  produc- 
to  Wyoming  for  public  facilities  and  services  is  a  most  dif- 
ficult one.     Montana  has  other  areas  which  require  impact 
assistance;     Development  of  several  major  energy  projects  at 
the  same  time  might  place  extreme  burdens  on  a  state  fund 
which  obtains  revenues  only  after  production  begins. 

Furthermore,  the  State  of  i^^yomlng  has  been  giving  assistance 
to  Sheridan  County  communities.     Grants  have  been  made  from 
the  Coal  Tax  Fund  for  roads  in  Sheridan  County  ($775.^')00)  t 
and  for  water  studies  in  Clearmont,  Ranchester  and  Sheridan. 
The  primary  emphasis  of  the  interstate  agreement  in  the  fiscal 
area,   then,  may  be  for  planning  for  the  distribution  of  any 
federal  funds  which  may  result  from  proposed  legislation 
allocating  funds  to  states,  regional  organizations  or  inter- 
state compacts. 

5.  That  the  State  of  Montana  and  Big  Horn  County  consider  the  poten- 
tial for  a  new  settlement  in  the  Decker  area  so  that  a  portion  of 
the  Montana  workers  have  the  opportunity  to  live  in  Montana. 

There  is  no  present  potential  for  any  significant  number  of 
new  mine  employees  to  live  in  Montana.     They  must  live  in 
Wyoming,  even  if  some  would  desire  a  closer  Montana  location 
(this  obviously  applies  more  to  other  Big  Horn  County  mines 
than  to  the  Pearl  Mine).     A  new  settlement  would  do  much  to 
place  the  public  facility  and  service  demands  within  the  same 
jurisdiction  as  the  employment  activity  which  generates  new 
tax  revenues,  thus  reducing  the  effects  on  conimunitles  in 
Wyoming. 

The  concept  of  the  new  settlement  would  be  a  small  community 
(certainly  not  a  "new  town")  which  would  probably  start  off 
with  mobile  homes  and  gradually  add  permanent  housing  as 
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mine  employment  levels  become  more  stable.     The  settlement 
could  thus  serve  both  construction  and  operating  work  forces. 
For  the  initial  phases,  modular  buildings  and  package  util- 
ities could  be  used.     The  model  for  the  development  sequence 
could  be  that  used  for  the  planning  of  a  proposed  new  town 
on  the  Navajo  Reservation  for  employees  of  a  proposed  coal 
gasification  complex  (see  following  figure).-'    This  sequence 
would  allow  great  flexibility  in  developing  a  community  of 
unknown  size  and  timing. 

The  main  question  to  be  resolved  would  be:  "Who  is  respon- 
sible for  the  new  settlement?"     The  State  of  Montana  could 
take  a  leadership  role  in  studying  feasibility  and  planning 
the  concept.     Big  Horn  County  would  have  to  be  involved  in 
siting  and  the  provision  of  public  services.     Energy  companies, 
through  the  Wyo-Mont  Industrial  Association,  might  take  the 
financial  responsibility  for  planning  the  community  and  for 
a  portion  of  the  cost  of  providing  housing  and  community 
services  for  their  workers. 


That  the  State  of  Montana  Lands  Board  require  that  energy  com- 
panies be  responsible  for  financing  construction  worker  impacts. 

Coping  with  the  impacts  of  temporary  construction  workers 
can  be  more  difficult  than  coping  with  those  of  permanent 
operation  workers.     The  speed  with  which  construction 
workers  arrive  after  granting  of  a  permit,  the  seasonality 
of  construction  (especially  in  areas  like  Decker),  and  the 
transient  nature  of  the  work  force  all  contribute  to  local 
government  and  private  housing  market  problems.  Traditional 
methods  of  providing  housing  and  community  services  are 
geared  to  permanent  construction  and  long-range  financing. 

To  overcome  some  of  these  problems  for  the  local  community, 
the  energy  company  may  be  required  to  provide  for  the  im- 
pacts caused  by  their  construction  xTOrk  force.     A  recent 
report  for  the  Energy  Research  and  Development  Administration 
on  Developing  and  Applying  a  Coordinated  Approach  to  Energy- 
Related  Community  Developmento  suggested  that  the  state  siting 
authority  "would  have  the  power  to  specify  industry's  role 
in  providing  accurate  and  specific  employment  forecasts  and 
alleviating  adverse  impacts  to  the  community  and  to  the  en- 
vironment." 

A  key  component  of  the  general  approach  recommended  is  that: 

The  energy  industries  pay  for  temporary  requirements. 7 

To  accomplish  this,   the  siting  authority  would  require  that 
the  energy  company  and  the  local  community  -  this  report  sug- 
gests a  local  public  developer  (LPD)  -  negotiate  an  agreement 
on  industry's  responsibility  for  improving  land  for  housing 
for  its  temporary  work  force  and  providing  the  necessary  tem- 
porary public  facilities.     The  siting  authority  (such  as  the 
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Exhibit  14 
DEVELOPMENT  SEQUENCE  -  I 


GROWTH  AND  REGENERATION 


VILLAGE  A 


OPTIONS  FOR  REGENERATION  AND  GROWTH 


REGENERATION  OF  EXISTING  COMMUNITY 


O  LATER  GROWTH 


SIMULTANEOUS  REGENERATION  &  NEW  GROWTH 


DEVELOPMENT  SEQUENCE  I  GRUEN  ASSOCIATES 


Source:  Housing  and  Community  Services;  for  Goal  Gasification 
Complexes  Proposed  on  the  Nava.jo  Reservation.  197^. 
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Montana  Lands  Board)  would  monitor  and  enforce  the  negotiated 
agreement. 

Such  an  arrangement  is  currently  in  effect  in  Wyoming.  The 
State  Industrial  Siting  Council  reviews  and  approves  (or 
modifies  or  rejects)  applications  for  large  energy  facilities 
(not  including  mines  under  $50  million  in  construction  cost 
at  present).     To  comply  with  the  provisions  of  the  act,  the 
industry  must  prepare  a  comprehensive  report  of  its  proposed 
employment  levels  and  forecasts  of  the  environmental,  social 
and  economic  impacts  of  the  projects,  along  with  steps  that 
must  be  taken  to  overcome  negative  impacts. 

In  granting  a  permit  for  the  Laramie  River  Station  of  the 
Basin  Electric  Power  Cooperative  at  Wheatland,  the  Industrial 
Siting  Council  required  that  at  a  minimum,  the  applicant 
shall,  among  other  actions,   take  the  follovring  steps: 

(b)  Provide  the  requisite  assistance,  financial  and/or 
technical,-  to  meet  the  housing  needs  of  its  con- 
struction force  and  the  induced  population  within 
affected  communities;   .   .  . 

(d)  Provide  the  necessary  financial  assistance  to  assure 
that  reasonable  operating  expenses  of  School  District 
No.  1  and  2  are  met  during  the  construction  interval, 
in  the  absence  of  public  sector  revenues; 

(e)  Provide  the  necessary  financial  assistance  to  area 
health  and  social  services  centers  ...  to  assure 
continued  services  during  the  construction  interval, 
in  the  absence  of  public  sector  revenues; 

(f)  Provide  assistance  —  financial,  technical,  or  equip- 
ment —  in  developing  recreational  facilities  to 
assist  the  needs  of  area  residents  during  the  con- 
struction interval." 


That  the. communities  of  Wyoming  -  Sheridan  County,  City  of 

Sheridan  and  towns  of  Big  Horn,  Clearmont,  Dayton,  Ranches ter 

and  Story  -  plan  for  temporary  services  and  facilities  for  the 

impacts  of  the  construction  phase. 

Even  if  the  energy  companies  are  fully  or  partially  respon- 
sible for  financing  the  impacts  of  the  temporary  workers 
during  the  construction  phase,   the  local  governments  will 
be  administering  the  public  facilities  and  sei^vices  pro- 
grams.    For  many  energy  projects,  with  construction  employ- 
ment exceeding  operation  employment,  there  will  be  a  "boom/ 
bust"  cycle.     Communities  which  met  all  construction  phase 
impacts  -ixth  oermanent  facilities  could  be  left  with  excess 
-  and  costly  -  facilities  at  the  end  of  construction. 

Because  for  the  nature  of  coal  mine  construction  and  the 
potential  for  a  whole  series  of  mines  in  the  Decker-Sheridan 


9-12 


area  —  and  especially  If  the  State  of  Montana  stages  the 
granting  of  perniits  —  this  effect  is  not  likely  to  be 
serious  in  Wyoming.     What  could  be  troublesome,  however,  is 
that  mobile  home  parks  created  for  construction  workers 
could  stay  on  after  the  need  had  passed.     Package  treatment 
plants  and  modular  schools  need  to  have  limits  placed  on 
their  use  so  that  they  do  not  gradually  become  permanent. 


8.  That  the  communities  of  Wyoming  establish  training  for  local 

residents  and  encourage  local  hiring. 

Impacts  on  communities  can  be  more  positive  if  Jobs  are  held 
by  present  local  residents  rather  than  by  newcomers.  Demands 
for  additional  housing  and  community  services  are  greatly 
reduced.     New  jobs  can  help  raise  incomes  and  increase  job 
skills.     The  ability  to  hire  local  residents  depends  to  some 
extent,  however,  on  the  skills  available  in  the  community. 9 

Training  programs  for  a  variety  of  skills  are  now  available 
in  Sheridan  College.     This  good  program  should  continue  to 
be  supported  and  encouraged  to  give  special  attention  to 
training  programs  for  young  workers  and  women  In  the  com- 
munity, and  to  the  wives  of  new  workers.     Creating  jobs  for 
women  would  expand  the  possibility  for  better  Incomes  for 
women,  add  to  the  number  of  two-income  households,  and  poten- 
tially reduce  the  number  of  imported  workers  required  for 
the  project.     Day-care  centers  may  be  an  important  support 
needed  to  encourage  employment  of  women.  ^'^ 

The  Pearl  Mine  is  located  immediately  adjacent  to  the  Crow 
Reservation,  which  has  the  dual  problems  of  high  unemploy- 
ment and  a  need  for  skills.     Employment  of  members  of  the 
Crow  Tribe  would  provide  jobs  and  income,  reduce  the  need 
for  imported  workers,  and  provide  skills  for  not  only  the 
Pearl  Mine,  but  also  for  mines  proposed  for  the  Crow  Reser- 
vation,    Such  employment  of  the  Crow  might  be  suggested  by 
the  Montana  Lands  Board, 


9.  That  the  local  governments  of  Wyoming  (and  Montana)  prepare 
Capital  Improvement  Programs  for  long-range,  permanent  infra- 
structure and  facilities. 

Capital  programming  has  the  potential  for  assisting  local 
governments  in  planning  for  and  meeting  the  demands  of  energy 
development  growth  by: 

-  Determining  the  magnitude  of  capital  needs; 

-  Setting  priorities  for  construction;  .  . 

-  Determining  available  financing; 

-  Demonstrating  financial  needs  to  other  agencies,  such 
as  the  federal  government  (and  energy  companies); 

-  Coordinating  capital  planning  of  all  local  governments; 
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-  Coordinating  capital  spending  with  operating  budgets. 

The  eight  major  steps  of  the  capital  programming  process, 
which  can  be  accomplished  in  about  six  to  nine  months,  are 
as  follows: 

1.  Assemble  background  information; 

2.  Inventory  potential  Drojects; 

3.  Analyze  individual  requests; 
k.  Prepare  financial  analyses; 

5.  Develop  draft  capital  program; 

6.  Prepare  proposed  capital  program; 

7.  Adopt  capital  program  and  budget;  and 

8.  Follow- through. 12 

That  Sheridan  County  (and  any  other  affected  communities)  work 
to  preseiTve  the  nrime  agricultural  lands  of  the  area,  especially 
those  along  the  rivers. 

Prime  agricultural  lands  often  make  prime  lands  for  urban 
development,  especially  housing.     The  lands  along  the  rivers 
are  quite  subject  to  development,  for  they  are  often  those 
closest  to  roads.     Furthermore,  many  communities  do  not 
recognize  the  desirability  of  preserving  agricultural  lands 
—  nor  the  degree  to  which  they  are  losing  them  —  until  it 
is  difficult  to  reverse  the  trend. 

Policies  and  programs  for  the  preservation  of  prime  agri- 
cultural land  include: 

-  Agricultural  zoning  on  a  permanent  basis; 

-  Flood  plain  zoning  to  prevent  development  in  hazardous 
areas; 

-  Routing  roads  to  the  coal  development  away  from  river 
valleys  and  thus  prime  agricultural  lands; 

-  Control  of  utility  extensions,  such  as  water  and  sewer 
lines,   to  avoid  prime  lands; 

-  Large  lot  (e.g.,  over  20  acres)  zoning;  and 

-  Acquisition  of  development  rights  (with  State,  federal 
or  private  aid. 

The  State  of  Wyoming  might  assist  with  provisions  for  agri- 
cultural assessments,   taking  off  tax  pressures. 
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Conclusion: 

The  divided  responsibilities  for  dealing  with  the  impacts  of  the 
Pearl  Mine,  and  other  mines  of  the  Decker  area,  call  for  a  unique 
and  sensitive  response.     The  State  of  Montana  -  even  while 
approving  the  mine  permit  -  cannot  determine  the  pattern  of 
response.     It  can  however,  through  this  environmental  impact 
statement,  offer  suggestions  for  developing  Information,  building 
cooperation  and  addressing  the  problems  of  employment  and  popu- 
lation growth. 


1 
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FOOTNOTES 


1.  Prepared  for  this  environmental  Impact  statement; 

Sets  of  runs  1-6,  7  -  12  and  13  -  18.     The  fourth  set 
of  runs  19  -  24  assumes  50  percent  residence  in  Wyoming. 

2.  Ranid  Growth  from  Energy  Projects;  Ideas  for  State  and 
Local  Action,  by  David  C.  Williams  for  the  Department  of 
Housing  and  Urban  Development,  April  1976,   pp.  13-1^+. 

3.  "Boom,   Then  Bust:  Managing  Rapid  Growth  Cities,"  Management 
Information  Service  Report,  Vol  9  No.  3.  by  David  G.  Williams 
(Washington,  D.C.:  International  City  Management  Association, 
March  1977),  p.  6. 

iv.  Rapid  Growth  from  Energy  Pro.iects,  p.  2. 

5.  Housing  and  Community  Services;  for  Coal  Gasification  Com- 
plexes Proposed  for  the  Navaio  Reservation,  prepared  for 

El  Paso  Natural  Gas  Company  and  Western  Gasification  Company, 
by  Development  Research  Associates,  April  197^,  p.  V-l6, 

6.  Comprehensive  Commurity  Planning  for  Energy  Management  and 
Conservation;  Developing  and  Applying  a  Coordinated  Approach 
to  Energy- Re la ted  Community  Development,  by  Resource  Planning 
Associates  for  the  Energy  Research  and  Development  Adminis- 
tration, May  1977. 

7.  Ibid,  p.  3.18. 

8.  Excerpts  from  Basin  Electric  Power  Cooperative,  Docket  No. 
WISA-75-3,  Permit  No.  ISC-00-02-76 . 

9.  Rapid  Growth  from  Energy  Pro.iects,  p.  6. 

10.  "Boom,   Then  Bust,"  p.  10. 

11.  Managing  the  Social  and  Economic  Impacts  of  Energy  Develop- 
ments. Centaur  Management  Consultants,  Inc.  for  the  Energy 
Research  and  Development  Administration,  July  1976,  p.  13^1-. 

12.  "Boom,  Then  Bust,"  p.  11. 
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CONTRACTING  OUT  AS  A  MITIGATING  STRATEGY: 
THE  CASE  OF  SHERIDAN 


INTRODUCTION 

Growth  in  the  Sheridan  area  will  bring  problems  in  the  provision  of 
public  services.     Even  good  planning  and  provision  of  front  end  money 
for  local  governments  will  not  eliminate  the  difficulties  associated 
with  rapid,  sometimes  irregular,  and  uncertain  growth  in  the  vicinity. 
The  situation  seems  tailor-made  for  substantial  use  of  "contracting  out" 
as  a  strategy  of  publicly  financed  provision  of  local  services.  Collective 
desire  for,  and  finance  of,  local  services  need  not  imply  collective 
provision  of  those  services.     It  is  often  the  case  that  a  public  agency 
can  contract  with  a  private  firm  or  another  governmental  unit  to  provide 
services  more  efficiently  than  if  the  agency  itself  staffed  up  and 
acquired  the  necessary  capital  to  provide  the  services  itself.  This 
paper  will  discus/'th^s" alternative,  and  the  arguments  for  and  against 
its  implementation.     Specific  measures  useful  for  its  implementation  also 
will  be  set  forth  and  discussed. 

As  indicated  in  Table  I,  contracting  out  the  provision  of  services 
is  neither  radical  nor  unusual.     The  frequency  of  such  arrangements  varies 
widely,  however. 

(Insert  Table  1) 
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21 

0 


1 
1 
0 


(a)   Data  £irrayed  in  this  chart  v/erc-  collected  in  an  ICMA  survey  and  pr«?.scnteu  in  u  j^;o;iicv/hr.t 
«x)  modified  .  format  in  The  Municipal  Yearbook  .19  73,  np.   31-05^    /.-Y  ^     ,  ^- /■     . 7^:-^--:.^  '^■'jLtl'dr:  / 


I 

ro 


(b;  Tlictjo  ontitJ  en  include  general  purponc  local  cjoverniiien ts ,   acliool  diatrictr. ,  otiior  special 
districts,  councils  of  governments  or  other  rqgioiuil  units,  state  governments,  and  t!ic 
federal  government. 

(c)"  The  ICMA  study  makes  no  distinction  between  proprietary  and  non-profit  service  producers. 

llov/over ,  social  services,  v.'hich  have  provided  the  broadest  opportunity  for  local  cont-rack.lng 
v/itli  non-profit  organisations,  are  virtually  excluded  from  consideration.  Contracts  for  thy 
services  which  are  of  interest  to  tlie  ICMA  rescarcliers  arc  very  likely  to  be  witii  proprietary 
suppliers . 


■     THE  PROS  AND  CONS 

Potential  Advantages  of  Contracting  Out 

As  a  strategy  to  mitigate  the  growing  pains  in  a  growth  area,  the 
contracting  out  of  service  provision  has  several  potential  advantages. 
Two  are  of  primary  importance:     1)  cost  reductions  and  2)  increased 
flexibility  of  planning  and  operation.     Neither  of  these  potential  gains 
is  automatic,  though  both  can  be  explained  plausibly. 

Lower  costs  can  reasonably  be  expected  with  contracting  out  of 
services,  as  compared  to  governmental  (bureaucratic)  provision,  due  to 
increased  entrepreneurial  incentives  for  efficiency.    As  an  Illustration, 
consider  the  hypothetical  case  of  garbage  collection  in  two  cities 
identical  except  for  the  fact  that  City  A  contracts  out  garbage  collection 
while  City  B  has  its  own  bureau  to  do  the  same  job.     If  they  start  out  with 
identical  costs  and  collection  programs,  but  in  each  case  some  brilliant 
young  administrator  comes  up  with  a  new  scheduling  method  which  cuts 
manpower  and  equipment  needs  by  a  third,  we  might  predict  different 
reactions.   In  City  A,  the  private  firm  greedily  adopts  the  change, 
increasing  its  profits  until  the  next  contract  time,  when  competition 
will  force  it  to  pass  the  savings  on  to  the  city.     In  City  B,  the  bureau- 
cracy's top  management  has  every  incentive  to  reject,  or  at  least  fight 
and  delay  implementation  of  the  new  method.     Reducing  his  work  force  is 
painful,  reduces  his  own  importance,  cuts  the  bureau's  budget  and  in  general 
has  strong  negative  payoffs  to  the  manager.     Yet  he  cannot  capture  the 
benefits,  even  temporarily,  if  he  makes  the  appropriate  cuts.     He  has 
little  incentive  to  conserve  resources,  and  much  incentive  to  use  more 
if  the  taxpayer  can  be  convinced  to  provide  them.     In  both  cities,  the 
individual  citizen  has  little  incentive  to  become  informed  on  the  alternatives, 
since  if  there  are  10,000  taxpayers,  he  would  get  about  1/10,000  of  any  net 
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benefit  from  his  effort,  while  paying  the  full  cost  of  the  effort  he 
makes . 

The  above  reasoning,  suggesting  that  contracting  out  will  cost  less 
than  bureaucratic  provision,  is  supported  by  empirical  evidence.  Saras 
and  Stevens  (1976)  report  that  costs  for  garbage  collection  are  substantially 
smaller  for  contract  provision  of  collection  than  for  municipal  provision. 
Private  collection,  with  no  governmental  collection  of  fees,  was  more 
costly  than  both.     For  our  purposes,  however,  it  is  important  to  note  that 
among  the  2060  cities  surveyed  in  the  study,  no  statistically  significant 
differences  were  found  between  municipal  and  contract  provision  costs  in 
cities  of  less  than  50,000  population.     Thus  from  a  pure  cost  standpoint, 
the  data  here  are  only  illustrative  of  the  fact  that  in  certain  cases, 
costs  may  be  lower  with  contracting  out.— ^ 

A  second  important  advantage  claimed  for  the  contracting  option  is 
the  flexibility  it  allows  local  governments.     This  is  probably  the  most 
important  item  where  energy  boom  towns  are  concerned.     When  the  needs  and 
opportunities  for  provision  of  local  government  services  are  shifting,  and 
the  future  is  uncertain,  limited  term  contracts  with  private  firms  allow 
relatively  rapid  increases  or  decreases  in  service  levels  and  associated 
costs.     Thus,  for  example,  a  large  and  perhaps  temporary  increase  in  law 
enforcement  and  traffic  control  problems  during  a  construction  boom  might 
be  handled  with  a  temporary  contract  with  a  private  security  firm  rather 
than  with  the  addition  of  new  patrolmen  to  the  local  police  force.  Such 
added  personnel  and  equipment  might  logically  handle  either  the  least 
sensitive  or  most  specialized  tasks  of  the  unusually  large  temporary  work- 
load.     As  another  example,  during  a  time  when  subdivision  pressure  is 
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unusually  high,  the  local  planning  agency  might  contract  with  private 
consultants  or  other  governmental  agencies  for  temporary  supplemental 
assistance  in    guiding  such  development.     In  both  examples,  the  potential 
advantage  of  contracting  rather  than  increasing  bureaucracy  size  in  the 
usual  fashion,  is  that  quick  decisions  and  implementation  of  greater  service 
levels  will  be  possible  without  the  long  term  burden  of  quickly  chosen 
people  who  can  be  laid  off  later  only  with  great  difficulty.     The  benefits 
should  be  evident  at  both  ends  of  the  time  period  of  increased  service 
delivery:     the  local  entity  need  not  screen  individuals  carefully,  nor 
must  they  decide  to  "fire"  the  individual  and  attempt  to  do  so  later.  It 
is  relatively  easy  to  contract  for  temporary  assistance  in  this  fashion. 
Then,  too,  one  might  expect  the  extra  flexibility  for  decisionmakers  to 
result  in  better  decisions. 

Other  potential  advantages  are  worth  noting.     When  a  local  government 
can  contract  for  a  service,  it  has  a  "yardstick"  by  which  to  evaluate  these 
portions  of  the  service  retained.     Government  officials  also  are  often 
delighted  to  escape  the  hassles  stemming  from  close  supervision  of  services 
to  the  public.     Of  course,     they  still  retain  the  responsibility  (and  the 
hassles)  for  the  overall  failures  (if  any)  a  program  has.     Last  but  certainly 
not  least,  contraction  virtually  forces  the  local  government  to  decide  what 
their  service  goals  are,  and  how  to  specify  acceptable  performance.  Such 
analysis  may  be  quite  important,  yet  escapable  when  a  vague  mission  statement 
can  be  assigned  a  bureaucracy,  on  the  assumption  that  administrators  there, 
working  "in  the  public  interest"  will  recognize  (and  do)  the  "right  thing" 
as  problems  and  opportunities  arise.     With  the  clearly  delineated  duties 
and  responsibilities  required  in  a  contract,  the  entire  problem  must  be 
analyzed  by  those  with  budgetary  responsibility,    while  day-to-day  operations 
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are  left  in  the  hands  of  management  specialists.     Again,  one  might 
reasonably  expect  better  planning,  and  better  management  as  well,  by 
people  chosen  for  each  specialized  position. 

Potential  Pitfalls  in  Contracting  for  Services 

The  very  factors  which  lead  one  to  expect  good  results  from  contracting 
can  also  be  used  in  more  pessimistic  analyses.     The  entrepreneurial  incentives 
of  private  contractors  not  only  work  to  make  them  more  efficient;  they  also 
encourage  the  cutting  of  corners,  with  possible  reductions  in  effective 
service.    Whenever  the  contract  cannot  completely  specify  the  contractor's 
duties,  the  spectre  of  bad  performance  is  present.  Unfortunately,  bad 
performance  in  public  bureaucracies  (despite  large  budgets)  is  not  unknown. 
Less-than-perf ect  contract  specification  and  monitoring  is  the  contracting 
analogue  to  the  perennial  problem  of  governmental  accountability.  Indeed, 
one  can  logically  argue  that  a  firm  dealing  with  many  customers,  now  and 
later,  in  a  competitive  environment  has  more  incentive  to  deliver  beyond 
strict  contract  requirements  than  does  a  bureau,  facing  little  or  no 
competition,  and  no  chance  to  "sell"  its  good  name  and  operation  upon  leaving 
the  field  of  endeavor.     Still,  the  danger  of  bad  performance  and/or  a  bad 
contract  is  a  serious  problem  of  the  contracting  option. 

Critics  also  point  out  that  private  contractors  will  not  be  in  business 
for  long  unless  they  can  expect  a  profit  in  addtional  to  out-of-pocket 
costs.     This  of  course  is  true,  though  we  must  recognize  that  to  retain 
equally  qualified  people  producting  equal  output  the  public  sector  must 
offer  equally  attractive  reward  packages.     One  component  of  the  reward 
system  if  job  security.     Most  positions  in  a  bureaucracy  do  offer  more  security 
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than  their  analogous  positions  in  the  private  sector.     This  is  the 
opposite  side  of  the  flexibility  coin.     Contracting  allows  more  flexibility, 
but  since  this  implies  less  security  throughout  the  performing  organization, 
short  run  costs  will  rise  somewhat  on  this  account.     Of  course,  this  draw- 
back (and  opportunity)  can  be  reduced  by  increasing  the  length  of  the 
contract.     Indeed  it  can  be  argued  that  regulated  private  utilities  are 
a  special  case  of  contracting  out.     Contracts  of  indefinite  lengths 
(franchises)  are  let,  with  periodic  renegotiation  of  the  terms  built  into 
the  contract. 

Sheridan  as  a  Special  Case 

An  energy  boom  town,  such  as  Sheridan,  is  special  in  several  ways  as  it 
relates  to  contracting  out.    While  in  many  larger  communities  the  change 
to  contracting  from  existing  bureaucratic  arrangements  would  be  fought  by 
employees  or  their  unions,  a  boom  town  situation  implies  expansion.  Reduction 
of  the  existing  bureaucracy  is  minimized  or  reversed.     The  growth  is  merely 
slowed  for  the  most  part.     Such  a  town  has  a  distinct  advantage  (or  lack  of 
disadvantage)  in  going  the  contracting  route.     Also,  since  change  will  occur 
in  any  case,  the  natural  tendency  of  people  to  be  uncomfortable  with  change 
and  to  resist  it,  is  minimized. 

For  a  growth  center  such  as  Sherican,  the  flexibility  attainable  in 
contracting  assumes  extra  importance.     The  uncertainty  regarding  future 
growth,  and  the  up-and-down  nature  of  construction  periods,  make  it 
extremely  valuable  to  be  able  to  plan  and  act  for  strong  changes  in  service 
levels  in  the  short  run,  without  committing  the  community  heavily  into  the 
future.     Although  such  flexibility  is  never  free,  it  is  much  more  important 
in  a  place  such  as  Sheridan  than  in  areas  of  slow,  predictable  change. 
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In  Balance  ...  A  Good  Idea 


For  a  city  such  as  Sheridan,  facing  substantial  but  changing  and  some- 
what unpredictable  growth,  the  idea  of  contracting  for  many  local  services 
appears  to  be  a  good  one.     In  an  analysis  of  the  contracting  option  for 
social  services,  the  Minneapolis  Citizens  League  has  put  forth  the  following 
principles: 

a.  All  the  various  service  areas  must  be  open  for  re-examination.  Just 
as  we  would  not  foreclose  the  idea  of  governmental  bodies  be?;inning 
to  deliver  service  in  areas  where  the  providers  are  now  primarily 
private,  so  we  believe  the  opportunity  for  contracting  and  for  the 
entry  of  new  providers  must  occur  also  in  areas  in  which  the  delivery 
system  is  now  primarily  governmental.     Hennepin  County  has,  for 
example  over  the  last  ten  years  basically  reappraised  the  desirability 
of  retaining  —  and,  in  fact,  rebuilding  —  a  public  hosptial/clinic, 
in  a  field  which,  of  course,  is  primarily  private  .   .   .  and  has 
determined  that,  in  this  sense,  a  "mixed"  system  will  be  retained. 

b.  The  crucial  "mix"  however  is  not  that  of  public  and  private  but  that 
of  organizations  on  appropriation  and  those  on  fixed-price  contracts. 
In  this  sense,  too,  the  health  field  appears  to  be  changing,  as  a 
basic  reappraisal  is  made  of  the  hospital  and  medical  institutions 
which  have  not  been  subject  to  the  discipline  of  limited  resources. 
("In  no  other  realm  of  economic  life,"  a  leading  authority  wrote  a 
few  years  ago,  "is  repayment  guaranteed  for  costs  that  are  netiher 
regulated  by  public  authority,  nor  controlled  by  competition,  and  in 
which  no  incentive  for  economy  can  be  discerned.")     This  is  a  good 
example  of  the  basic  point  we  make:     It  does  not  appear  to  be 
contemplated  that  the  so-called  "health  maintenance  organizations" 
now  being  developed  to  contract  with  the  recipients  of  health  care 
services  on  a  pric-conscious  and  results-oriented  basis  will  come 

to  replace  totally  the  present  f ee-f or-service  system.     The  idea  is 
that  these  will  supplement  the  present  system  .   .   .  will  provide  a 
choice  .   .   .  and  will  provide  a  stimulus  to  the  remainder  (which  may 
continue  to  represent  the  majority)  of  the  system. 

c.  It  is  important  to  move  with  real  dispatch.     Where  change  comes 
slowly,  it  must  be  started  early.     While  we  wait,  the  rise  of  costs 
in  public  services  continues,  inexorably.     The  purchase-of-service 
program  needs  to  be  put  in  order  before  the  increasingly  large  sums 

of  dollars  become  involved  in  some  serious  challenge:     It  is  essential 
to  understand  that  what  is  under  way,  essentially,  in  this  program  is 
the  spending  of  larger  and  larger  sums  of  public  money  to  purchase 
services,  usually  either  without  negotiation  or  competitive  bidding 
among  suppliers,  with  few  of  any  cost  controls,  and  with  little 
ability  to  determine  what  is,  in  the  end,  delivered  in  return  for  the 
dollars  expended. 
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d.  The  effort  must  be  regarded  as  an  experiment.     It  is  probably 
impossible  Co  know  for  certain,  at  this  point,  that  the  extension 
of  the  use  of  the  contracting  arrangement  will,  in  fact,  produce 
the  results  we  hope  for.     It  is,  however,  worth  trying  .   .  .  because 
it  is  the  essence  of  the  contract  arrangement  that  the  buyer  must 
set  forth  clearly  his  objectives;  and  the  seller  must  define  what 

is  being  furnished  in  return  for  the  dollars  paid.     It  therefore 
addresses  what  have  seemed  to  us  to  be  two  of  the  critical  problems 
in  the  delivery  of  public  services  in  this  state  and  this  point  in 
time:     The  need  for  clearer  statements  of  objectives    and  priorities, 
.  and  some  real  measurement  of  the  results  achieved.     So  it  is  worth 
trying.    More  than  this:     Many  different  things  are  worth  trying, 
since  no  one  knows  what  will,  in  fact,  succeed.     The  experiments  must 
be  broad  in  scope.     And  they  must  persist  over  a  reasonable  period  of 
■  years. 

e.  The  effort  to  control  costs,  while  important,  must  not  obscure  the 
central  objective  .   .   .  which  is  to  maintain  and  improve  services  and 
to  make  the  service  delivery  organizations  more  responsive  to  the 
needs  of  the  people  being  served.     The  freeing  up  of  financial 
resources,  which  we  believe  will  result,  is,  of  course,  a  means  to 

an  end:     The  effort  to  enlarge  the  range  of  organizations  interested 
in  supplying  services  to  policy  bodies,  while  it  should  result  in 
better  utilization  and  lower  cost,  will  provide  at  the  same  time  a 
larger  range  of  choices  to  the  recipients  of  services.     For  various 
reasons,  the  range  of  choices  may  not  be  as  braod  in  some  service 
areas  as  it  is,  for  example,  in  health  care  —  where  the  "free  choice 
of  vendor"  policy  has  dominated,  almost  from  the  beginning  of  the 
public  health  insurance  programs.  Even  a  limited  opportunity  to 
choose  ...  to  "switch"  between  organizations  can  have  important 
consequences,  however:    Public  officials,  like  businessmen,  watch 
trends  in  public  preferences  closely,  and  frequently  make  significant 
adjustments  as  a  result  of  even  fairly  small  percentage  shifts.  The 
direct  correlation  between  the  opportunity  for  meaningful  choices,  and 
the  responsiveness  of  the  organizations  offering  services,  is  central. 

This  extension  of  the  "choice"  principle  cannot,  of  course,  be  the 
only  control  on  the  quality  of  the  services  delivered:     No  one  believes 
that  the  choices  made  by  well-informed  consumers  among  competing 
airlines,  for  example,  are,  by  themselves,  enough  to  insure  a 
sufficiently  high  quality  of  aircraft  maintenance  and  safety.  Yet 
this  element  of  customer  choice  among  competing  airlines  is  a  part 
of  the  "accountability"  mechanism  which  visibly  determines  —  and 
improves  —  their  performance. 

f .  The  primary  need  is  for  the  two  methods  of  service  delivery  continuously 
to  be  tested  against  each  other.     A  system  of  contracting  with  organiz- 
ations (governmental  and  non-governmental)  that  are  under  clear  and 
strong  incentives  to  minimize  their  costs  can  —  if  unrestrained  — 
serve  the  public  interest  as  badly  in  certain  situations  as  a  system 

of  bureaus  or  non-profit  agencies  (governmental  or  non- governmental) 
unrestrained  by  any  accountability  for  costs  and  results.  Neither 
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should  be  used  to  the  exclusion  of  the  other.     In  state  government, 
as  in  (for  example)  federal  procurement  in  recent  years  .   .   .  the 
general  public  interest  lies  in  keeping  alive  at  all  times  the 
•    options  to  switch  from  one  system  to  the  other.     Even  the  possibility 
of  a  change  can  work  powerfully  to  keep  a  "delivery"  organization 
responsive  to  the  objectives  of  its  client.     The  overriding  need  at 
this  time  is  to  introduce  precisely  this  effective  system  of  check- 
and-balance  into  the  large  and  rapidly  expanding  field  of  human  and 
social  services.  Q ^ 

The  same  principles  will  logically  apply  in  Sheridan  to  the  wide  range  of 
service  requirements  on  the  increase  there.     Since    Sheridan's  growth  spurts 
will  be  greater  and  less  predictable  than^the  economic  and  social  base  in 
Minneapolis,  the  payoffs  to  contracting  should  be  even  greater.     Since  Sheridan 
starts  from  a  smaller  base  bureaucracy,  and  the  problem  is  the  management 
of  strong  growth,  there  will  be  few,  if  any  displacement  problems,  and  thus 
less  opposition  and  a  lower  cost  of  adopting  the  strategy  of  contracting  for 
services.     High  benefits  and  low  costs  of  implementation  make  strong  arguments 
indeed  for  this  option  in  meeting  the  growing  demand  for  local  services  in 
Sheridan. 

IMPLEMENTING  A  CONTRACTING  OUT  STRATEGY 
Criteria  for  Contracting  a  Service 

In  deciding  whether  a  given  service,  to  be  provided  through  local 
government,  should  be  produced  or  contracted  out  by  the  governmental  body, 
the  most  obvious  criterion  concerns  contract  precision.      If  the  service  to 
be  provided  can  easily  be  described  with  precision  in  the  contract,  and 
monitored,  then  contracting  is  a  simple  matter.     A  good  example  of  this 
type  of  service  is  garbage  collection,  which  in  the  western  United  States 
is  often  handled  by  communities  on  a  contract  basis. 

When  desired  and  acceptable  service  levels  are  not  so  easily  specified 
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or  monitored,  contracting  is  difficult.     Yet  it  should  be  realized  -  -  and 

often  is  not  in  the  literature  on  this  topic  —  that  such  a  situation  also 

implies  difficulty  in  the  governmental  delivery  system.     In  fact,  one  of 

the  more  spectacular  success  stories  in  contracting  is  that  of  the  Rural/Metro 

Fire  Department,  Inc.,  a  private  firm  serving  Scottsdale,  Arizona.  Many 

innovative  changes  by  this  firm,  in  a  public  service  type  often  regarded 

as  requiring  public  delivery,  have  reportedly  allowed  the  firm  good  profits 

while  it  provides  good  seirvice  at  far  lower  costs  than  comparable  public 
3  / 

agencies.—     The  point  here  is  that  when  a  private  firm  could  not  easily 
be  supervised  or  monitored,  neither  can    a  bureaucratic  agency.  Further 
this  lack  of  accountability  together  with  lack  of  entrepreneurial  incentive 
to  conserve  resources,  often  means  less  efficiency  in  governmental  delivery, 
and  thus  greater  potential  payoffs  to  innovative  contracting  efforts.  Still, 
the  extra  difficulty  at  contracting  must  be  weighed  against  these  greater 
potential  gains. 

Another  indicator  of  high  potential  benefits  from  contracting  for  a 
given  service  is  the  possibility  of  economies  of  scale.      If  a  local 
government  is  well  below  the  size  needed  for  minimizing  costs,  it  may  gain 
from  contracting  with  a  firm  serving  other  localities  also,  or  with  other 
local  governments  themselves.     Savas  and  Stevens  (1976)  suggest  this  to  be 
the  case  for  garbage  collection  in  communities  under  19,000.  Substantial 
savings  are  possible  merely  by  combining  "markets"  regardless  of  whether 
private  contracting  or  combined  governmental  delivery  is  used.  These 
economies  apparently  persist  up  to  a  market  population  at  about  50,000. 
Local  governmental  units  in  southern  California  reportedly  are  reaping 
this  sort  of  scale  economy  by  contracting  for  police  services,  among  others, 
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with  larger  governmental  entities. 

A  number  of  other  practical  considerations  arise  when  the  decision  is 
made  whether  contracting  or  direct  governmental  delivery  is  best  in  a 
particular  locality  for  a  particular  service.     Legal  requirements,  likely 
competition  in  response  to  requests  for  bids,  past  traditions,  and  other 
criteria  may  become  pertinent.     A  recent  Urban  League  report  suggests  the 
following  list  of  evaluation  components  for  decision  makers: 

1.  Monetary  Costs  .  . 

For  public  policy  makers,  a  comparative  cost  analysis  is 
a  necessary  ingredient  in  an  evaluation  of  alternatives.  Consid- 
eration of  the  costs  of  the  government  performed  service  should 
include  labor,  fringe  benefits,  equipment,  facilities  and  over- 
head.    Under  a  contract  situation,  total  costs  are  equal  to 
contract  price  plus  administration  and  evaluation  costs. 

2.  Quality  of  Service 

Consideration  should  be  given  to  the  effectiveness  of  alter- 
native service  delivery  methods.     Of  significance  here  are 
records  of  citizen  (client)  complaints,  experience  ratings 
established  by  interviewing  current  and  past  clients  and 
systematic  findings  obtained  by  a  trained  observer. 

3.  Effects  on  Government  Personnel 

Service  delivery  by  a  private  firm  may  at  least  temporarily 
displace  government  personnel.     The  degree  to  which  this  occurs 
and  to  which  displaced  personnel  can  be  placed  in  equally 
satisfactory  jobs  (considering  pay,  responsibility,  working 
conditions,  etc.)  will  need  to  be  considered. 

4.  Potential  for  Unethical  or  Illegal  Practices 

The  temptation  for  unethical  or  illegal  practices  on  the  part 
of  the  contractor  (or  government  employees  themselves)  may  arise 
with  contract  arrangements  and  needs  to  be  assessed. 

5.  Flexibility/Responsiveness  to  Changes  in  Conditions 

Changing  citizen  needs    may  alter  significantly  the  character 
of  the  service  needed.     Such  changes  may  be  pronounced  with  the 
passage  of  time.     An  important  evaluative  measure,  therefore,  is 
the  flexibility  of  the  service  agreement  and  its  ability  to  adapt 
to  changing  conditions. 

6 .  Transf erab ility 

The  fo lowing  are  some  of  the  considerations  <jhich  would  influence 
the  degree  of  transferability  of  a  particualr  purchase-of-service 
arrangement : 
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Legal  considerations  (e.g.  laws  prohibiting  or  constraining 
contractual  arrangements) 


.     Past  tradition  and  habit  which  may  make  changing  the  mode  of 
operation  more  difficult 

Number  of  potential  suppliers  or  contractors  and  their  ability. 

Resistance  to  or  support  for  purchase-of-service  contracting 
(e.g.  from  employee  unions  or  private  business  associations) 

Need    for  large  start-up  costs  which  may  restrict  initial  or 
subsequent  competition. 

Above  all,  the  decision  whether  or  not  to  purchase  a  service  should  not 
be  made  before  giving  potential  alternative  providers  the  opportunity 
to  present  and  discuss  proposals  for  delivery  of  that  service.  When 
this  process  has  been  completed  and  the  policy  making  body  has  decided 
to  publicly  deliver  the  service  or  contract  for  its  delivery,  the 
policy  makers  involved  will  be  clearly  able  to  justify  their  decision 
and  expenditures  to  any  and  all  interested  parties.     During  these  times 
of  increasing  public  scrutiny  of  government,  the  process  of  objectively 
weighi^^  contract  advantages  and  disadvantages    should  be  of  considerable 
value.— 

And  indication  of  how  many  other  communities  handle  a  wide  variety  of 
services  by  contract  is  given  in  Table  1,  above.     The  source  document  for 
this  Table  also  discusses  verbally  many  categories  of  service.     It  is 
Toward  Regulatory  Reasonableness,  a  white  paper  issued  by  the  U.S.  Department 
of  Commerce  in  January,  1977.     Technological  and  political  impediments  to 
the  contraction  option  also  are  discussed  in  general  terms. 

Steps  of  Successful  Contracting  for  Service 

Once  the  decision  has  been  made  to  consider  seriously  the  contract  option 
for  a  service  not  previously  handled  in  this  fashion,  a  systematic  procedure 
for  exploring  the  option  is  essential.     The  following  checklist  of  desireable 
steps  is  specified  in  the  Handbook  for  Interlocal  Contracting  in  Texas.— ^ 
Although  drawn  up  for  intergovernmental  contracting,  the  same  set  of  pro- 
cedures could  well  be  used  also  in  dealing  with  potential  private  contract  options. 
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step  1 

ACTION:     A  feasibility  study  is  undertaken  and  results  indicate  that 
performance  of  a  function  or  service  jointly  with  another  unit  of  local 
government  is  the  most  economical  or  desirable  course  of  action. 

RESPONSIBILITY:  Administrative  official  responsible  for  the  function 
or  service. 

Step  2 

ACTION:     A  resolution  is  adopted  stating  the  governmental  unit's 
ability  and  willingness  to  undertake  the  joint  service  or  function  being 
contemplated,  and  authorizing  the  staff  to  enter  negotiations. 

RESPONSIBILITY:     City  council,  commissioners  court,  or  other 
legislative  body. 

Step  3 

ACTION:     Negotiations  are  opened  between  the  parties  contemplating 
the  joint  undertaking  to  identify  terms  and  conditions  of  the  agreement 
and  which  party  is  to  prepare  the  contract  instrument. 

RESPONSIBILITY:     Chief  administrator  (optional),  aministrative 
official  responsible  for  the  function  or  service,  and  legal  counsel. 

Step  4 

ACTION:     The  preliminary  contract  instrument  is  prepared  to  include 
all  possible  matters  agreed  upon  verbally  and  legal  safeguards  for  all 
parties  concerned. 

RESPONSIBILITY:     Legal  counsel. 

Step  5 

ACTION:     Legal  and  substantive  review  of  the  preliminary  instrument 
is  undertaken  by  all  negotiating  parties  for  possible  corrections  or 
additions. 

RESPONSIBILITY:     Chief  administrator,  administrative  offical 
responsible  for  the  function  or  service,  and  legal  counsel. 

Step  6 

ACTION:    A  final  negotiation  session  is  held  to  iron  out  differences 
and  reach  agreement  on  terms  and  conditions  contained  in  the  final 
instrument . 

RESPONSIBILITY:     Chief  administrator  (optional),  administrative 
official  responsible  for  the  function  or  service,  and  legal  counsel. 

Step  7 

ACTION:     A  resolution  is  adopted  approving  execution  of  the  contract 
and  authorizing  the  appropriate  offical  to  sign  on  behalf  of  the 
governmental  unit. 

RESPONSIBILITY:     City  council,  commissioners  court,  or  other 
legislative  body. 

Step  8 

ACTION:     The  contract  instrument  is  signed,  attested,  and  properly 
recorded,  and  the  required  number  of  executed  copies  are  forwarded  to 
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other  parties  to  the  agreement  and  to  other  agencies  as  required. 

RESPONSIBILITY:  Appropriate  officials  as  designated  or  otherwise 
responsible. 


Step  9 

ACTION:     The  program  is  implemented  as  called  for  in  the  contract. 
RESPONSIBILITY:     Administrative  official  responsible  for  the 
function  or  service. 

Step  10 

ACTION:     Contract  performance  evaluation  is  undertaken,  primarily 
in  advance  of  mandatory  contract  review  or  renegotiation  dates  or  at 
regular  intervals  through  the  life  of  the  agreement. 

RESPONSIBILIYT:     Administrative  official  responsible  for  the 
function  or  service  with  the  assistance  of  consultants  as  needed. 


Interest  in  the  contracting  option  is  growing  nationally.     The  area  which 

is  probably  leading  in  the  examination  of,  and  experimentation  with,  contracting 

is    the  Minneapolis  area.     A  non-profit  organization.  Public  Service  Options, 

has  been  active  since  1974  in  facilitating  mutually  beneficial  talks  and 

6/ 

contracts  among  local  governments,  and  with  private  firms.— 
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CONCLUSION 

Demands  in.  the  Sheridan  area  for  increased  public  service  of  several 
types  will  surely  grow,  but  at  rates  that  are  unsure  and  will  probably 
be  uneven.     A  strategy  which  holds  promise  for  the  mitigation  of  resulting 
problems  is  the  option  of  local  gove-.-nment  contracting  with  private  (or 
other  public)  entities  for  some  of  those  expanding  service  needs.  The 
potential  in  contracting  for  direct  cost  savings  due  to  competition  and 
entrepreneurial  incentive,  together  with  added  flexibility  in  planning,  are 
exceedingly  important  to  a  community  facing  the  problems  Sheridan  does. 

The  general  pro  and  con  considerations  regarding  the  contracting 
option,  the  specific  criteria  for  decisions  and  the  procedures  outlined  in 
this  paper  should  be  for  people  wanting  to  look  seriously  at  contracting 
as  a  viable  alternative  in  the  Sheridan  area. 
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FOOTNOTES 


-^Also  of  interest  here  is  the  recommendation  by  Savas  and  Stevens  that 
"Cities  of  less  than  20,000  are  likely  to  lower  their  per-household 
cost  of  collection  if  they  form  larger  markets,  up  to  50,000  in  size, 
to  be  services  by  a  single  organization  --  public  or  private."  Some 
form  of  contracting  among  governmental  units  in  the  Sheridan  area, 
to  take  advantage  of  economies  of  scale,  is  evidently  advisable. 

-^This  quote  is  from  "Why  Not  Buy  Services?",  Citizens  League  (1972). 

-^For  an  analysis  of  this  interesting  case,  see  Ahlbrandt  (1973). 

-^This  list  is  reported  by  Carpenter  (1975)  as  being  from  an  Urban  Institute 
report,  "An  Initial  Examination    Into  the  Use  of  Purchase-of-Service 
Contracts  with  Private  Firms  by  Local  Governments." 

These  procedures  are  from  "Steps  to  Successful  Joint  Powers  Contracting," 
Perspectives,  Issue  #1,  1974.     The  article  credits  the  list  to  the 
Handbook  for  Interlocal  Contracting  in  Texas. 

-^John  Carpenter,  of  PSO  (754  Midland  Bank  Building,  Minneapolis,  MN,  55401, 
phone  332-8757)  has  been  helpful  in  providing  source  materials  and 
references  for  this  paper.     Contact  with  PSO  would  be  advisable  for 
anyone  wanting  more  information  on  contracting.     Three  other  organizations 
of  this  sort  are: 

1.  Institute  for  Local  Self  Government 
Claremont  Hotel  Building 
Berkeley,  California  94705 
telephone:  (415)841-4044 

The  Institute  is  working  to  develop  new  approaches  to  public 
safety  related  services  including  expanded  municipal  contracting. 

2.  Local  Government  Center 
221  West  Carrilo  Street 

Santa  Barbara,  California  93101 
telephone:     (805)  969-5767 
Robert  W.  Poole,  Jr.  -  President 

The  center  provides  consulting  assistance  to  cities  and  counties 
that  are  seeking  innovative  ways  to  deliver  public  services  more 
economically. 

3.  San  Francisco  Planning  &  Urban  Research  (SPUR) 
126  Post  Street 

San  Francisco,  California  94108 
telephone:     (415)  781-8726 
Thomas  Rauh  -  Project  Manager 
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SPUR  has  begun  a  project  to  develop  public/private  cost 
comparisons  in  a  number  of  public  service  areas.  Included 
are:    building  maintenance,  vehicle  maintenance,  data 
processing,  city  bus  maintenance,  park  maintenance,  street 
repair,  and  solid  waste  collection. 
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